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The President’s Report at the Annual Meeting of Shareholders on June 12, 1968 


It is my privilege to submit this, the Sixth Annual 
Report of your Company, and once more to be able to 
say that the year under review was a successful one. 


All areas of our operations have improved, notwith- 
standing the mounting level of interest rates, although 
our tempo of growth measured by disbursements fell off 
modestly from our previous year. Our expectations at 
this time last year that the economic situation was about 
to stabilize were not realized and, consequently, the 
high interest period through which we have been living 
has caused quite a few businesses to hold off their capital 
spending as long as possible in the hope of obtaining 
lower rates by waiting it out. This trend seemed to be 
most perceptible during the summer and autumn months 
but, since then, an increasing number of businessmen 
seem to be accepting the likelihood of a continuation 
for some months ahead of the current level of interest 
rates and are now coming into the market again. 


Financial Highlights 


Our net profit for the year amour ted to $680,645, an 
increase of more than 32% over 1967. This result was 
achieved after setting aside an additional $500,000 to 
provisions, thus bringing the total of provisions to 
$1,550,000 at the year-end, which amounted to 1.56% of 
our total financing outstanding. All losses have been 
written off as they occurred. 


An important milestone is the fact that our total 
assets now exceed $100,000,000. 


Gross revenues from operations climbed to $8,496,527 
an increase of 15.5%. As was to be expected, the total 
cost of our money increased although I am pleased to 
say that the ratio of interest expenses to gross revenues 
improved satisfactorily as did the ratio of our regular 
Operating costs. 


During the year, we disbursed $24,004,724 and at 


April 30th had undisbursed commitments on our books 
totalling $12,424,000. Financing outstanding at the year 
end amounted to $99,451,158 after receiving normal 
repayments of $15,542,523 during the year. 


We have concluded two public borrowings since last 
Fall through the sale of Secured Notes. While these two 
issues were costly by historical standards, they were 
nevertheless sold at satisfactory rates in view of the 
market conditions which prevailed at the times of the 
issues. $8,000,000 Series ‘‘E’’ Secured Notes were sold 
in October and our most recent $8,000,000 Series ‘‘F”’ 
issue was sold only last week. 


I am pleased to say that our securities have always 
enjoyed a wide distribution, and now that we have paid 
dividends on our Preferred Shares for five consecutive 
years, Our issues have become eligible for institutional 
investor portfolios. 


Staff 
All in all, I feel that we have had a gratifying year in 


spite of the unsettled economic climate encountered, and 
our staff cannot be too highly complimented for the 
part they have played in bringing about the results 
shown. Our utmost thanks is owing to them for their 
hard work and interest in providing fast and intelligent 
service to our clients, many of whom have expressed 
appreciation for their attentiveness and advice during 
the year. 


Closely allied to the efforts of our own staff are those 
expended by the personnel in our shareholders’ offices 
across the country. I should like to thank them for 
their continued support and cooperation. 


Directorship 


I regret to advise that R. A. Treleaven, who has been a 
Director and member of the Executive Committee since 
1963, has expressed a desire to be relieved of his duties 


for reasons of health. Mr. Treleaven has contributed in 
a very high degree to the success of RoyNat. He will 
be missed by his fellow directors and I know that I can 
express to him on your behalf our very best wishes for 
a complete return to his usual well-being. 


At a later stage in the meeting, C. A. Holding will be 
nominated to succeed Mr. Treleaven. Mr. Holding is 
Assistant General Manager in Montreal of The Canada 
Trust Company and succeeded Mr. Treleaven when he 
relinquished his duties for the same reason that he now 
leaves us. 


New District Offices 


I wish to report that on July 2nd we intend to open two 
new district offices, one in Quebec and the other in 
London. The former will service the eastern areas of 
Quebec and the latter, south western Ontario. We 
already have a good number of clients in both of these 
regions and with access to our facilities being brought 
closer to them and to potential new clients in the districts 
involved, we look for an increased volume of business 
from these two sources. 


New Subsidiary 


TanYor Ltd., our wholly-owned subsidiary, has been 
formed for the purpose of providing combined mort- 
gages to private home-owners across Canada, in con- 
junction with prime mortgage lenders. I am certain it 
will become a worthwhile adjunct to the Company’s 
principal line of business. TanYor plans to commence 
Operations next month. 


Outlook for RoyNat 


In preparing our forecast for the ensuing year, we have 
had to contend with several factors, the most important 
of which seems to be the current high cost of money 
and its availability. It is impossible to tell what trend is 


likely to develop, but it is hoped that interest rates have 
reached — or are close to — their peak. 


While it may be some time yet before rates start to 
recede, surely the high upward swing of the last few 
months will not be repeated. As national and inter- 
national economic and political elements play such an 
important part in our monetary cycles, I am of the 
opinion that we shall have to adopt a cautiously opti- 
miustic attitude, at least until the end of this year. 
However, I am confident that we shall enjoy another 
successful year and that our volume of business and 
profits will continue to show a steady and worthwhile 
improvement. 


Shareholders 


In closing, I should like to pay special tribute to our 
shareholders who, over the past six years, have encour- 
aged the Company to build up a strong base for the 
future by retaining its earnings in the business until the 
Company was soundly established. This policy has been 
of immeasurable help in bringing about our current 
position and I am certain that the forbearance dis- 
played by them has added greatly to the investor confi- 
dence shown in our issues of securities. 


Having in mind the results of last year’s operations, 
the current outlook and our surplus position, the time 
has arrived to consider the payment of an initial dividend 
on our Common Shares. This matter will be one of 
the first orders of business to be discussed at the 
Directors’ Meeting to be held immediately following 
this meeting of shareholders. 


awit 


J. W. POWELL, President. 


Balance Sheet as at April 30, 1968 


ASSETS 


Financing extended to Canadian corporations, maturing over periods up to fifteen 
years, at cost, less provision of $1,550,000; $1,050,000 (Note 1) ..... . | $ 97,901,158 $90,033,283 


INECLUCCEMECLEST ret. ew ene NRT ete es Sa 1 eae a 994,716 862,735 
Cash and! deposits with) banks) ol) usta ee cree eee ee ee eee 158,791 208,603 
Prepaid, xpensese ca jist eho arcu maid edi (Wey ANS ed ee ae 39,495 47,047 
Special refundablestax aul) Wie: cate en Ce Lak, 9 eae ee cee 12,100 12,100 
Investment in shares of subsidiary company, at cost (Note 2). ........ 10,000 


Office premises and equipment 
(lessidepreciation sof $166/678591415053) am eee. et oe ee 137,680 162,858 


Unamortized secured note and debenture 
discountiand: éxpensege? 4k Sa et ee oe ee 1,838,046 1,859,681 


$101,091,986 $93,186,307 | 


The accompanying notes form an integral part of the financial statements. 


Approved on behalf of the Board: 


J. L. Davignon, Director. 
J. W. Powell, Dzrector. 
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LIABILITIES 


Short term notes . 

Accounts payable and accrued liabilities . 

Accrued interest payable . 

Income taxes payable . 

Secured Notes (Notes 3 and 4). . . 

Debentures Series A 6% January 15, 1979 (Note 4). . . . 


Capital stock: 
Authorized and issued — 


10,000 5% cumulative redeemable preferred shares, par value $100 each . 


90,000 common shares, par value $100 each 


Earned surplus . 


$ 7,250,000 


49,902 
1,297,306 
415,684 
66,062,000 


14,100,000 


1,000,000 
9,000,000 


1,917,094 


$101,091,986 


RoyNat Ltd. 


$ 7,325,000 
26,628 
1,016,855 
266,375 
58,865,000 


14,400,000 


1,000,000 
9,000,000 


1,286,449 


$93,186,307 


Statement of Profit and Loss for the year ended April 30, 1968 


Gross revenue from operations . 

Net income before the undernoted items and after provisions . 
Interest on secured notes and debentures . 

Interest on short term borrowings . 

Amortization of secured note and debenture discount and expense . 
Depreciation . 


Directors’ remuneration, including salaries to those who are also officers 
Net profit before taxes on income . 


Taxes on income . 


Net profit for the year . 


Auditors’ Report to the Shareholders 


$8,496,527 
$6,533,464 
4,656,063 
423,451 
187,055 
35,625 
64,625 
$5,366,819 
1,166,645 
486,000 

$ 680,645 


$7,352,790 


$5,688,775 


4,435,092 
106,178 
194,824 

40,893 
59,180 
$4,836,767 
852,008 
340,000 


$ 512,008 


We have examined the balance sheet of RoyNat Ltd. as of April In our opinion, these financial statements present fairly the financial 
30, 1968 and the statements of profit and loss and earned surplus position of the company at April 30, 1968 and the results of its 
for the year then ended. Our examination included a general operations for the year then ended, in accordance with generally 
review of the accounting procedures and such tests of accounting accepted accounting principles applied on a basis consistent with 
records and other supporting evidence as we considered necessary that of the preceding year. 
in the circumstances. 

PEAT, MARWICK, MITCHELL & Co. 


Montreal, Quebec, May 14, 1968 Chartered Accountants 
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Statement of Earned Surplus for the year ended April 30, 1968 


Balance at beginning of year . 


Net profit for the year . 


Dividends on preferred shares 


Balance at end of year . 


Notes to the Financial Statements 
April 30, 1968 


1. (a) Indebtedness of borrowers is generally evidenced by 
bonds, debentures or loan agreements secured by 
specific and/or floating charges and/or guarantees. 
In addition, the Company holds preferred and com- 
mon shares of borrowers costing $501,039. The bonds, 
debentures and shares are not considered to be readily 
marketable; the bonds and debentures mature over 
periods up to fifteen years, with approximately $15.2 
million principal amount maturing during the next 
twelve months. 

At April 30, 1968, the Company was under contract 
to provide further financing totalling $10.2 million 
and in addition had authorized, subject to acceptance 
by the applicants, a further $2.2 million. 


2. On August 2, 1967, the Company incorporated TanYor 
Ltd., as a wholly-owned subsidiary, in order to invest in 
combined mortgages on residential properties. At April 
30, 1968, TanYor Ltd., had not commenced business 
and its accounts, therefore, have not been consolidated 
with those of the Company. TanYor Ltd., had incurred 
expenditures of $16,885 to April 30, 1968, provision for 
which has not been made in the accounts of RoyNat Ltd. 


(b 


No 


$1,286,449 $ 824,441 
680,645 512,008 


$1,967,094 $1,336,449 
50,000 50,000 
$1,917,094 $1,286,449 


3. Secured Notes: 


Series A 534% March 15, 1980 $14,320,000 
Series B 6% August 15, 1980 14,232,000 
Series C 64% December 15, 1980 14,625,000 
Series D 614% March 15, 1976 7,475,000 
Series D 64% March 15, 1981 7,410,000 
Series E 734% November 15, 1972 5,250,000 
Series E 734% November 15, 1977 2,750,000 


$66,062,000 


. Subject to conditions contained in the trust deed and the deeds supple- 


mental thereto and the trust agreement, pursuant to which the Secured 
Notes and Debentures have been issued, the Company is obliged to 
purchase in each calendar year certain principal amounts of the outstand- 
ing Secured Notes and Debentures. The obligation is for a maximum of 
$1,500,000 in the 1968 calendar year and $1,660,000 in the 1969 calendar 
year. Pursuant to the purchase fund requirements for 1968, the Company 
has purchased $438,000 principal amount of Secured Notes which have 
been surrendered to the trustees and cancelled. 


. The Company has filed a preliminary prospectus with provincial securi- 


ties commissions in connection with the. proposed issue of $10,000,000 
principal amount Secured Notes, Series F. Final information is not 
available as to the terms of this issue. 


Five Years’ Highlights 


Millions Clients 


SNE: Financing outstanding 
GM Number of clients 


es Total revenue 
UUULI III Taxes On income 


Peg Net profit 
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1968 1967 1966 1965 1964 
Disbursements to clients. $ 24,004,724 $26,338,241 $36,827,017 $29,255,852 $22,394,550 
Financing outstanding 99,451,158 91,083,283 78,298,852 49,972,060 25,820,503 
Commitments to extend financing 10,196,000 10,114,000 10,659,356 16,301,000 6,836,000 
Outstanding offers of finance. . 2,228,000 2,454,000 3,640,000 4,155,000 4,853,000 
Total Assets . 101,091,986 93,186,307 86,750,820 51,247,518 26,580,371 
Short term borrowings 7,250,000 7,325,000 — 10,200,000 1,075,000 

Secured Notes . 66,062,000 58,865,000 60,000,000 15,000,000 as 
Debentures 14,100,000 14,400,000 14,700,000 15,000,000 15,000,000 
Capital —Preferred shares 1,000,000 1,000,000 1,000,000 1,000,000 1,000,000 
—Common shares 9,000,000 9,000,000 9,000,000 9,000,000 9,000,000 
Earned Surplus . 1,917,094 1,286,449 824,441 365,645 113,019 
Total revenue 8,496,527 7,352,790 5,603,834 3,091,268 1,540,597 
Interest charges 5,079,514 4,541,870 3,186,983 1,367,063 380,475 
Taxes on income. . 486,000 340,000 310,000 345,000 92,500 
Net profit . 680,645 512,008 508,796 302,626 178,360 
Dividends on preferred shares 50,000 50,000 50,000 50,000 49,521 


eng ee ee Se 


Number of clients 


Average amount per client 


thee 


138,000 


701 


143,000 


593 


149,000 


439 


151,000 


265 


123,000 
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Classification of Financing by Industry (including Commitments) 


Manufacturing: 
Foods & Beverages . 
Textiles & Clothing . 
Wood Industries: 

Forest Products 

Sash & Door. 

Furniture . 
Printing & Publishing. 
Iron & Steel (including 

Machinery & Equipment) . . . 
Concrete Products 
Drugs & Chemicals . 
Miscellaneous . MSE 
Wholesale & Retail Trade . 
Personal Services: 
Recreational, Hospital, Laundries & others 
Hotels, Motels & Restaurants 
Mining, Quarries & Petroleum 
Construction: 
Heavy 
Building 
Transportation: 
Air & Water Transport... . . 


Road Transport, Warehousing & Storage. 


Radio, T.V. & Cable T.V.. 
Agriculture. 

Other . 

Total. . 


W2 


125 


At April 30, 1968 


Amount 
(000) 


$ 10,231 
3,724 


8,343 
1,756 
3,551 
2,245 


10,663 
2,245 
2,719 
3,492 

15,843 


6,043 
7,841 


3,614 


4,397 
3,525 


4,618 
9,156 
2,591 
2,046 
1,008 


$109,647 


% 


29 
3.4 


1S 
1.6 
ae2 
2.0 


a7 
2.0 
749) 
3:2 
14.5 


Bre, 
TZ 


oe 


4.0 
3.2 


4.2 
8.4 


2.4 

ee, 

0.9 
100.0% 


No. 


At April 30, 1967 


Amount 
(000) 


$ 9,487 
3,011 


10,059 
1,926 
1,859 
2,347 


9,976 
2,806 
1,693 
3,334. 
10,780 


5,762 
7,183 


3,925 


5,417 
3,433 


4,234 
8,017 
3,544 
1,794 
610 
$101,197 
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